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1 INTRODUCTION 
1.1 Introduction of the study 
1.1.1 General background of the study 
Laos is one of the land-locked countries in South-east Asia, and it is rich in forests. Forests 
are under increasing pressure; Laos still has more than 40% land area under forests coverage. 
These forest areas are full of diverse flora and fauna. The rural population of Laos is 
dependent on forest products specifically NTFPs for their livelihoods. These NTFPs are 
excellent sources of proteins, calories, construction materials, handicrafts, herbal medicines 
and cash income for rural people. NTFPs are providing approximately 320 USD per family 
per year in rural areas of Laos (NAFRI, NUoL, SNV 2007). 
 
There is growing concern over the use of NTFPs in daily activities; however, it was observed 
that using NTFPs may help to preserve biodiversity-rich forest areas. Various NTFPs like 
rattan, bamboo, wildlife’s, medicinal plants, have enormous market value not only in Laos 
but also in foreign countries. Annual income from NTFPs trading in Laos is about 23-24 
million USD and 6-7 million USD from domestic and overseas market respectively (Foppes 
and Ketphanh 1997).  
 
During the last two decades, interest and expectations about NTFPs in Laos has increased 
among local and foreign researchers. At present, a number of research projects in 
collaboration with the Laos’s government and foreign donors are continuing all over the 
country. This research is also part of a joint project FORMEB (Forest Landscape 
Rehabilitation in the Mekong River Basin) which has been funded by the Ministry for 
Foreign Affairs of Finland. The principal aim of the FORMEB project is capacity building at 
the National University of Lao PDR (NUoL) Faculty of Forestry in Vientiane. The main 
implementing institution in Finland for this cooperation is the Viikki Tropical Resources 
Institute (VITRI), at the Department of Forest Sciences, University of Helsinki. Resources 
provided by the Faculty of Forestry, Kasetsart University, Bangkok, Thailand, is also used for 
supporting this collaboration.  
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Apart from intensive training events under the FORMEB project, the first of which has 
completed from 4-27 September 2009, there is also a provision to carry out a jointly field 
work in Lao PDR for MSc thesis of students from Lao PDR as well as from Finland. The 
current MSc thesis has initiated following this institutional framework (FORMEB 2009).  
1.1.2 Objectives of the study 
The general objective of this study was to analyze the value chain of selected NTFPs in the 
Vientiane province of Lao PDR. A value chain analysis is the full range of activities that are 
required to bring a product for its consumption, through different phases of production, to its 
final consumer. The value chain approach attempts to uplift the socioeconomic condition of 
involved actors, as it guides improvement in the productivity of the entire sector, i.e., each of 
the actors related with the value chain are benefited from it (Weijers et al. 2006). The specific 
objectives of this research were as follows: 
 
1. To determine whether selected NTFPs have the potential to be an attractive livelihood 
option for rural communities in the case study areas. 
2. To analyze the roles, functions of value chain actors and their connection within the 
value chain of selected NTFPs. 
3. To assess the mechanism of trading and benefit sharing among actors within the value 
chain of the selected NTFPs 
 
Research questions: Based on above objectives and related to the cases selected, the 
research questions of this study were as follows:  
1. What constitutes the value chain and which actors are participating in it? 
2. How does the mechanism of trading work and how specifically are the profits shared 
among the actors? 
3. What are the opportunities and constraints for the value chain actors? 
4. How do NTFPs contribute to the household economy? 
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1.1.3 Implementation of the Study 
The study conducted in the following way: 
1. The secondary materials collected and investigated to describe the context and 
purpose of the study. 
2. The theoretical constructs and concepts were analyzed to form the theoretical and 
methodological frame of the study. 
3. The framework of the study operationalized. 
4. The data collected from the respondents of the two villages by using a semi-structured 
questionnaire. 
5. The primary data analyzed by using theory based narrative analysis and statistical 
methods. 
6. The results interpreted and reported. 
7. Conclusions made based on the results.    
1.1.4 Limitations of the study 
Two study areas, Ban Napo and Ban Kouay, were selected from the Training and Model 
Forest (TMF) areas in Sangthong district, where the Faculty of Forestry (NUoL) also carries 
out different research activities. Both areas are rich in forest and inhabitants are involved in 
the collection, production and selling of NTFPs. The research concentrated on the village 
level only, so this research does not provide complete information about the whole value 
chain. Most of the end users of the products are outside Laos, so it was not possible for the 
researcher to collect the data from them. Due to the language barrier sometimes it was 
difficult to acquire the right information about NTFPs from the respondents. More time is 
required to conduct this type of research as the villagers sometimes were not available at their 
homestead and some villagers were not interested to give interview during the working hours. 
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2 THEORETICAL FRAMEWORK 
2.1 Study process 
2.1.1. Framework of the study 
The framework (Figure 1) was formed to assist during the entire study work. A value chain 
marketing system model was chosen as a framework for this study 
(www.researchintouse.com). It was modified according to the need of this research. Initially, 
the objectives of the study were finalized and then theoretical background constructed from 
various published sources. In the marketing chain, there were several actors involved, starting 
from collectors/rural people to the end user. During the case study through a questionnaire 
survey, information was collected from the respondents (villagers, intermediaries, processors 
and exporters of selected NTFPs). While end users data gathered from various published or 
unpublished sources. Ecological, social, political and technological aspects were taken into 
consideration for analyzing the value chains.    
 
Figure 1 Framework of the study 
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2.2 Value chain 
2.2.1 Definition of value chain 
Value chain defines as the activities and services that bring a product (or a service) from 
conception to end use in an industry – from input supply to production, procession, wholesale 
and finally retail. Value is added to the product (or a service) at a single step that is why it is 
called value chain (www.acdivoca.org). According to Kaplinsky and Morris (2000), ``The 
value chain describes the full range of activities which are required to bring a product or 
service from conception, through the different phases of production (involving a combination 
of physical transformation and input of various producer services), delivery to final 
consumers, and final disposal after use”. Three vital elements need to be taken in 
consideration for doing value chain analysis. These are 
 Value chains are acting as depository for rent, and these rents are dynamic in nature 
 At least some degree of ``Governance`` is visible in soundly performing value chains 
 Value chains are divided into different types.  
 
2.2.2 Barriers to entry and economic rent       
There is an argument on the definition of the term ``barriers to entry`` started decades ago 
between scholars. However, still the right one has not won yet. One definition, ``an obstacle 
is not an entry barrier if incumbent firms faced it when they entered the market`` have created 
controversy among the scholars. However, some scholars are in favour of this ``an entry 
barrier is anything that hinders entry and has the effect of reducing or limiting competition`` 
(www.oecd.org). Eventually, many definitions have come out, but none of them is accepted 
as clear definition. According to Porter (1985), barriers to entry include economies of scale, 
capital requirement, access to distribution and government policy among others. 
 
In some cases, barriers to entry must be justify otherwise new firms will enter into the market 
quite easily, quickly and significantly creating enormous competition. Furthermore, 
availability of certain entry barriers could be used to turn into high-market share for a few 
companies, which create monopolization and abuse of dominance due to their market power 
(www.oecd.org).  
 
Higher level of barriers to entry ensures a high level of profitability. It is a common 
phenomenon of a market, higher level of barriers creates less competition and friendly 
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environment. On the other hand, low barriers can create a highly competitive environment 
(Kaplinsky et al. 2002). 
 
Economic rents arise due to differential productivity factors and barriers to entry. It is 
dynamic in nature and always erodes by the forces of competition. There are varieties of 
forms of economic rents, for instance, technological, human resource, organizational, 
marketing, relational, and so on. It has become more essential after the technological 
intensification in the mid-nineteenth century and the development of differentiated products 
after the 1970s (Kaplinsky et al. 2002). 
2.2.3 Governance 
Governance is a core concept to analyze a value chain. It is a non-marketing coordination of 
economic activity (Gereffi et al. 2001). However, there are variations in value chains 
coordination at different places to ensure inter firm, intra firm and regional management in a 
certain way. Governance comes into action when value chain actors need to face a series of 
qualification criteria based on products, process and logistic. It has four relevant elements: 1) 
difference between the three functions of government; making the acts, implementing the acts 
and monitoring the acts 2) in order to monitor these acts not only negative but also positive 
sanctions are required 3) credible government is required to legitimate these acts in power 4) 
power can be varied due to intensity, physical and economic situation (Kaplinsky and Morris 
2000). 
 
There are three forms of governance: legislative, judicial and executive. There should be 
certain rules for suppliers to participate in the value chain, this is called legislative 
governance. At the same time, it is required to check the performance of the supplier, this is 
called judiciary governance. Finally, there should be some assistance for the value chain 
actors to fulfill the standards, this is called executive governance. Three forms of value chain 
governance have shown in Table 1 with their key attributes.   
 
 
 
 
 
 
7 
 
Table 1 Examples of value chain governance  
 Exercised by parties internal to 
chain   
Exercised by parties external to 
chain 
Legislative 
governance 
Setting standards for suppliers in 
relation to on-time deliveries, 
frequency of deliveries and quality 
Environmental standards 
Child labour standards 
Judicial 
governance 
Monitoring the performance of 
suppliers in meeting these standards 
Monitoring of labour standards by 
NGOs 
Specialised firms monitoring 
conformance to ISO standards 
Executive 
governance 
Supply chain management assisting 
suppliers to meet these standards 
Producer associations assisting 
members to meet these standards 
Specialised service providers  
Government industrial policy support 
   (Source: Kaplinsky and Morris 2000) 
 
Governance features, which are vital in running a value chain, need to be explained more 
clearly. These are (Gereffi et al. 2001): 
 Coordination can be found in different forms not only within value chains but also 
within arm´s length market relations. These forms might be: inter-firm networks, 
quasi-hierarchical relationships between strong-lead firms and independent but 
subordinate firms in a chain and vertical integration within business.  
 Strong firms in a chain show two attributes of power. Their market power, which 
depend on market share and their position in a chain, by which they receive high 
profit. Both these can be gained if there are higher barriers to entry to the market.  
 Governance structure develops due to two certain needs for coordination. Governance 
structures depend on company’s involvement in the value chain. The higher 
companies’ involvement in specifying supplied products, the more governance 
structures are required to observe supplier activities. The higher number of failures by 
the suppliers could tempt companies to take more control over the chain to coordinate 
and observe the supply chain directly.  
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 Strong firms can control over the other firms activities due to governance. Strong 
firms can use this power in monitoring the role of suppliers and making decisions on 
the barrier to entry and exit.  
2.2.4 Different types of value chain 
There are two types of value chains: buyer-driven and producer-driven value chain. The 
buyers govern the buyer-driven chains from the top, which are relevant to the developing 
countries labour intensive industries such as footwear, clothing, furniture and toys. On the 
other hand, the producers govern producer-driven chains by taking care of technologies and 
acting as a coordinator with their various links (Gereffi 199b). The comparisons between 
these two chains have been shown in the following Table 2.  
 
Table 2 Comparison between producer and buyer-driven chain  
 Producer-driven commodity 
chains 
Buyer-driven commodity 
chains 
Drivers of global 
commodity chains 
Industrial Capital  Commercial Capital 
Core competencies Research and Development, 
Production 
Design, Marketing 
Barriers to entry Economies of Scale Economies of Scope 
Economic sectors Consumer Durables 
Intermediate Goods 
Capital Goods 
Consumer Non-durables 
Typical industries Automobiles, Computers,  
Aircraft 
Apparel, Footwear, Toys 
Ownerships of 
manufacturing firms 
Transitional Firms Local firms, predominantly in 
developing countries 
Main network links Investment-based Trade based 
Predominant 
network structure 
Vertical  Horizontal 
(Source: Gereffi 199b) 
 
In a producer-driven chain, the leading role in whole marketing process is played by the 
larger manufacturing companies. Capital and technology oriented companies like 
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automobiles, aircraft, computer, and semiconductors makers, heavy machinery etc are the 
best examples. Large retailers, marketers and branded manufacturers play the vital role in the 
production process of buyer-driven chain. Buyers govern labour intensive industries like 
garments, footwear, toys, consumer electronics, house wear. Moreover, in buyer driven chain, 
buyers from developed countries order goods with a certain quality from developing 
countries industries (Gereffi 1999b).                               
2.2.5 Upgrading  
Upgrading is intensifying competitiveness through product improvement and expansion in 
production and marketing strategies (www.acdivoca.org). Upgrading is an innovation process 
to add more value in the current product to gain competitive advantage. The capacity to 
innovate is a key capability, and it has to assure the boost up of product and process 
development (Kaplinsky and Morris 2000).  
 
Upgrading has to be focused on four processes: business processing upgrade, product 
upgrade, chain function upgrade and chain-to-chain upgrade. In process upgrading the 
involved actors, take responsibility to uplift their internal working process to get a 
competitive advantage over others. In product upgrading actors try to launch a new product 
and improve the previous product in a rapid way to gain advantage over rivals. It involves 
changes in product development processes both within individual links and in different chain 
links in the value chain. Functional activities are value addition by changing the activities 
within the firm or increase the activities to different links in the chain. Finally, chain 
upgrading is shifting from existing value chain to another chain to get more benefits 
(Kaplinsky and Morris 2000).          
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3 LITERATURE REVIEW 
3.1 Discussion on NTFPs in Laos 
3.1.1 Previous studies on NTFPs in Laos 
There are a significant numbers of studies on NTFPs done previously on diverse topics in 
Laos. As mentioned earlier, the interest on NTFPs has increased among the researchers from 
Laos and abroad. Notably government institutions, NUoL, NGO’s and independent 
researchers from abroad have conducted studies on NTFPs. Most of the studies done by 
government institutions and NUoL have been published in local language. Although, those 
local publications are beneficial, it is hard to find the required information due to the 
language barrier. Nowadays, international organizations and external researchers are 
publishing their findings in international languages. This section discusses the previous 
NTFPs studies related with marketing and livelihood as well as their key findings. 
    
Mr. Joost Foppes
1
 is one of the most renowned experts in NTFPs research in Laos. He has 
done quite lot research on several aspects of NTFPs for various organizations. Besides Mr. 
Foppes, Dr. Latshamy Boupha from NUoL and Mr. Martin Greijmans & Mr. Souvanpheng 
Phommasane from SNV are also working in the development of NTFPs sector in Laos.      
 
In 2006, Boupha et al. conducted an investigation for ICRAF-SEANAFE on marketing 
constraints of bamboo in Vientiane municipality and Xiengkhuang provinces of Laos. This 
study was for ICRAF-SEANAFE project on “Market for Agroforestry Tree Products”. They 
analyzed prevailing condition of bamboo marketing channels of the case study areas and also 
discussed on marketing barriers for bamboo. They found that, the principal marketing 
constraints were; lack of marketing knowledge of the villagers, quota system, multiple tax 
system, reduction of resources and finally poverty in the villages (Boupha et al. 2006).     
 
In another case study, Mr. Foppes and Mr. Kethphanh found, that contributions of NTFPs 
were almost similar with agriculture and livestock production for the livelihood of Laos’s 
upland communities. They found NTFPs based enterprises are very favourable to eradicate 
poverty in upland areas. They also suggested that by the use of NTFPs production system; 
shifting cultivation could be stabilized in the uplands (Foppes and Kethphanh 2004a).  
                                                             
1
 working as a consultant on right based approaches at Village Focus International, Laos 
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In 1996, Foppes et al. conducted a field survey on orchid trade in Thai-Lao border near 
Champasak province. That research was part of Department of Forestry’s NTFP Project, 
which was funded by the Netherland Government. The main objective of the survey was to 
observe the trading of orchids from southern Laos to Thailand. During their field work, large 
varieties of orchids (20 Genera, 56 Species) were identified, and most of them were collected 
from forest areas. These orchids had significant value in Thailand and Europe. However, due 
to lack of marketing knowledge Lao trader’s incomes were much less than Thai traders. The 
researchers also found that due to over harvesting from the forest area these species were in 
threatened condition. Therefore, they suggested planting these orchids also in their home 
gardens to keep the flow of supply (Foppes et al. 1996). 
          
In 2007, Greijmans et al. analyzed bamboo value chain in Houaphanh province for SNV. 
Initially, they discussed on the current situation of bamboo marketing in Houaphanh province, 
then they analyzed the value chain, and finally discussed the opportunities and constraints of 
this sector. They also mentioned women contribution in bamboo collecting, processing and 
selling. Women had low income due to lack of marketing knowledge and negotiation skills, 
although they had opportunities to increase their income by selling handicrafts (Greijmans et 
al. 2007)   
 
Phimmavong and Chanthavong conducted a feasibility study on Laos’s small and medium 
sized forest enterprises (SMFEs) in 2008. This work was supported by international alliances 
and co-managed by Food and Agricultural Organization (FAO) and International Institute for 
Environment and Development (IIED). For their study, three well known NTFPs bamboo, 
rattan and paper mulberry were chosen based on their abundances in Laos. They discussed 
the status of these three SMFEs sectors of Laos in terms of governance, marketing and labour 
issues. They mentioned the existing constraints and opportunities in these three promising 
sectors. Their study provides general information on the prevailing environment in the 
SMFEs sector in Laos (Phimmavong and Chanthavong 2008).    
 
In 1995 Department of Forestry, Laos initiated a NTFP project with funding from IUCN. 
Under this project, Kenneth Nicholson accomplished a feasibility study on available NTFPs 
in three provinces of North and South region of Laos. The main aim of the study was to 
create exporting opportunity for those NTFPs to neighbouring country Thailand. A survey 
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was conducted not only in Laos, but also in Thailand to observe the feasible market condition 
for NTFPs (Nicholson 1997).   
 
Soydara and Ketphanh presented a report on bitter bamboo marketing in an International 
symposium, in Changmai, 2000. From their report, it was found that one bamboo species 
called Indosasa sinica in northern Laos provide bamboo shoot not only in the rainy season, 
but also in off-season. Local communities in northern Laos could earn more income by 
selling these off-season species to Chinese buyers, but adults often exchange the products 
with cloths, and children with sweets. However, after gaining support from IUCN/NTFP 
local people formed a marketing group and started to earn six times higher revenue than 
previously. They also mentioned that women were the key actors in the whole value chain. 
Eventually, increased income changed the tactics of the community of Northern Laos as they 
became interested in sustainable management of their forest resources (Syodara and 
Ketphanh 2000).              
 
In 2003, Ulrich Helberg published a report for GTZ on rural livelihoods of Luang Namtha 
province. In the report he mentioned, that NTFPs account for 50% of the household income 
of the study area. He found that the poorer the households, the more they depend on NTFPs 
for their livelihoods. He also mentioned about various important NTFPs like cardamon, 
broom grass, palm fruits and others, which were exported to Thailand, China and Korea. In 
addition, the Government of Lao PDR also indentified NTFPs to play an important role for 
many rural people. However, Luang Namtha provincial government was trying to shift the 
forest land into rubber plantations and sugar cane plantations due to their huge potential in 
Chinese market. Finally, Ulrich expressed concerns over the success of provincial 
programmes and mentioned the key constraints of economic development of Luang Namtha; 
these were slash and burn cultivation, lack of marketing structure, lack of processing facilities 
and the quality of products (Helberg 2003).  
          
Hansen and Jeppesen conducted a research in 2004 on NTFPs to find out their role in 
livelihood and forest resource conservation. They found that NTFPs were important for 
livelihoods; however, the income derived from NTFPs was quite low. Some notable 
limitations considering marketing and management of NTFPs were also recognized, for 
example easy entry to market, a non-transparent imperfect market condition and faulty quota 
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system. They also mentioned NTFPs prospects in eco-tourism, community involvement, and 
conservation activities (Hansen and Jeppesen 2004). 
3.2 Forest policy and NTFPs in Laos 
3.2.1 General discussion 
The Lao people’s democratic republic is rich in valuable, productive and ecologically sound 
forests, which are generating nutritional value and income to the rural people. These forests 
are reservoir for diverse types of flora and fauna. About 80% people are dependent on forests 
for timber, food, fuel, fibre, shelter, medicines, condiments and spiritual protection. 
Especially in rural areas, NTFPs play a vital role in total family’s income. Forests are 
contributing significantly in to the country’s GDP. In 2001, it contributed 3.2% to the GDP 
only by log production but, NTFPs and other uses of forest products were not counted. 
Moreover, in 2001 wood products contributed about 25% of total export earnings of Laos. In 
addition, wood is also an important source of energy not only in rural areas but also in the 
capital city Vientiane (MAF 2005). 
 
There is about 10 million ha of natural forests in Laos. However, around 3 million ha area are 
converted into National Biodiversity Conservation Areas (NBCAs). The forest coverage is 
decreasing rapidly in Laos. Forest coverage reduced over the last 50 years from 70% to just 
over 40% due to population growth and development pressures. Deforestation is a serious 
cause of forest reduction and annual rate of deforestation are about 3%. Shifting cultivation, 
illegal harvesting, law enforcement and encroachment of forest areas are the key reasons for 
deforestation (MAF 1999) 
 
Forest policy of Laos provides a better idea about the country’s vision and several aspects 
concerning forestry. “Forest Law 1996” came into action with other forest related laws like 
the Land Law in 1997, the Environment Protection Law in 1999 and the Processing Industry 
Law in 1999 after the acceptance in the national assembly (MAF 2005).  
 
Laos’s government has a target to uplift the forest coverage to 70% in 2020 by management, 
restoration and plantation in existing forest areas. Tree planting is always encouraged in Laos. 
The MAF regulation on Management and Promotion of Sustainable Tree Plantation provides 
comprehensive legal framework for tree planting and management. After 1996, tree 
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plantation increased in Laos and it reached a peak in 2001 with 20,000 ha. During that period, 
with the help of Lao-ADB fund various organizations and individuals were planting 
Eucalyptus spp. Laos’s government also started a tree-planting program by establishing 
nurseries and supplying seedlings to the farmers (MAF 2005). 
 
NTFPs also succeeded to draw attention from law-maker; as a consequence, several 
customary rights on NTFPs are mentioned in recent laws. Villagers access to the forests to 
collect NTFPs and customary rights have been recognized in Forest Law as well as MAF 
Decision 54/1996 and MAF Guideline 377/1996. PAFO and DAFO are responsible to look 
after the rights of the villagers in using NTFPs rights so that those do not contradict with 
other regulations such as slash and burn, forest fire and fish taps. Moreover, by recognizing 
NTFPs importance to the villagers, they are exempt from any natural resource taxes and 
NTFPs sale are permitted to them. However, commercial selling of NTFPs has to face similar 
rules and condition like timber products. Moreover, each year government makes a 
harvesting plan for NTFPs and allocate a certain amount of products to the provinces. Traders 
have to pay a fixed amount of taxes and service charges at each point of sale and different 
transportation and transfer stations. There are also restrictions in trading of certain NTFPs 
product like eagle wood (Aquilaria spp.) and unprocessed rattan (MAF 2005). 
3.3 Types of NTFPs in Laos 
3.3.1 General considerations 
According to De Beer and McDermott (1989), NTFPs are “encompassing all biological 
materials other than timber, which are extracted from forests for human use”. However, FAO 
(1999) defined NTFPs as “non-wood forest products consist of goods of biological origin 
other than wood, derived from forests, other wooded land and trees outside forests”. Even 
though, there is still contradiction among researchers to find out the acceptable definition of 
NTFPs, it is quite clear that timber is excluded from NTFPs. Therefore, all other products 
such as fruits, nuts, mushrooms, medicinal plants, bamboo, rattan, fish, animals are counted 
as NTFPs. Notably in Laos all the above mentioned categories of NTFPs are available in the 
forests areas. Table 3 shows some examples of NTFPs in Laos.  
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Table 3 Major categories of NTFPs in Laos, with examples  
A. Food B. Medicines  
Fruit: Baccaurea ramiflora 
Stems/shoots: Bamboo and rattan shoots 
Tubers/roots: Dioscorea hispida 
Leaves: Melientha suavis 
Nuts/seeds: Arenga westerhouttii 
Flowers: Markhamia stipulata 
Spices: Zanthoxylum rhetsa 
Mushrooms: Lentinus sp. 
Food oils and gums: Apium graveolens 
Fodder (for animals): Albizia procera 
Fruit: Rhus chinensis 
Stems/shoots: Coscinium fenestratum 
Tubers/roots: Smilax grabra 
Leaves: Plumbago indica 
Nuts/seeds: Strychnox nux vomica 
Flowers: Clerodendrum paniculatum 
Bark: Clausena harmandiana 
Wood: Draceaena loureiri 
C. Fibres D. Extracts 
Leaf: Pandanus sp. 
Stem: Bamboo or rattans 
Bark: Broussonetia papyrifera 
Grass: Thysanolaena latifolia  
Gums: Boehmeria malabarica 
Gum resin: Garcinia sp. 
Resin: Shorea obtusa 
Oleoresin: Dipterocarpus alatus 
Latex: Swietenia macrophylla 
Tannin: Pentace burmanica 
Dye: Diospyros mollis 
Essential oil: Aquilaria sp. 
Stimulants: Betel nut 
Insecticides: Azadirachta indica 
(Source: NAFRI, NUoL, SNV 2007) 
 
Laos’s rural economy is more or less dependent on NTFPs. As they provide essential 
components for rural household. About 5 million or 80% people of Laos live in the rural 
areas where NTFPs play the vital role, from sources of food, to cash income activities and 
others.  
3.3.2 NTFPs as a source of food 
NTFPs provide food security to most of the rural household. Average annual consumption of 
NTFPs by a rural family is equivalent to 280 USD. Besides rice, forest foods are common in 
daily meal. From a field survey, it was found that more than 700 types of edible forest 
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products are supplying nutrients to the rural livelihoods of Laos (Table 4). Importance of 
forest foods becomes more visible if there is an occurrence of natural hazards like droughts, 
pest and rodent attacks to the rice fields (World Bank 2005). During the dry season in total 
11% of food consumed are from the forest, on the other hand, it reaches 19% in the rainy 
season (Clendon 2001). 
 
Table 4 Principle categories of forest foods in Laos  
Category  No. of products Examples 
Fruits, seeds 87 Sugar palm fruits, Baccaurea berries, Irvingia nuts 
Leaves 86 Barringtonia, Lasia, Azadirachta, Centella 
Shoots 23 Bamboo shoots, rattan shoots, palm hearts 
Tubers, roots 22 Yam tubers (Dioscorea), galangal roots 
Mushrooms 16 Ear mushrooms, shii-take, termite mushrooms 
Flowers 4 Sesbania, Butea, Markhamia  
All plants 238  
Fish  300 Cyprinidae, pangasiidae, siluridae, notopteridae 
Birds  63 Doves, partridges, pheasants, bulbuls, estrildas 
Mammals  54 Squirrels, wild boar, rats, civet cats, mouse deer 
Reptiles, amphibians   41 Frogs, monitor lizards, snakes, turtles 
Molluscs  7 Freshwater shrimps, crabs, snails, shells 
Insects  5 Red and eggs, bamboo grubs, dung beetles  
All animals  470  
Total  708  
(Source: Foppes & Kethphanh 2004b) 
 
All the above-mentioned food categories are an excellent source of nutrients for the rural 
people. These contain a significant amount of minerals, vitamins, carbohydrate, protein and 
others, which fulfill the nutritional needs of rural communities. The available nutrients in 
these forest foods have mentioned by Clendon in 2001 (Table 5).      
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Table 5 Major nutrient supply by forest foods  
Forest foods Energy  Micronutrients  
Carbohydrate, protein, fats, sugars  Vitamins  Minerals 
Forest animals, 
birds  
High in fat, complete protein  Offal/organs high in 
nutrients, vitamin B 
Animal iron  
Fish, 
crustaceans, 
frogs, mollusks 
Complete protein  Some vitamin B Animal iron, calcium 
from small fish 
(bones) 
Insects, larvae, 
insect eggs 
High in fat, high in protein  Vitamin A, 
caterpillars rich in 
vitamin B12 
Animal iron  
 
 
Mushrooms  High in carbohydrate, rich in 
protein  
Small amount of 
vitamin A and C 
depending on species  
Most species low in 
iron  
Bamboo shoots High in fibre and carbohydrate, 
rich in vegetable protein  
Mineral amounts, lost in cooking  
Plants – leaves, 
stems, flowers  
Low in energy, source of soluble 
fibre  
Leaves important for 
vitamin A, C and 
folic acid. The darker 
the leaf, the more A 
and C 
Vegetable iron from 
dark greens  
Tubers  Rich in starch   
Honey  High in energy, rich source of 
simple sugars  
Vitamin A  
Nuts  Carbohydrate, oils, protein    
Fruits, berries  Sugars and soluble fibre  Important source of 
vitamins A, and C 
Calcium, 
Magnesium, 
Potassium  
(Source: Clendon 2001) 
3.3.3 Economic contribution of NTFPs 
Financial contributions of NTFPs in Laos’s rural households are difficult to estimate. Most of 
the NTFPs are consumed directly without quantifying their market value. Only between 16%-
25% of NTFPs provide direct cash income to the household (Foppes and Ketphanh 2004a). 
Annual contribution of NTFPs at the national level around 1,837 billion kip (232,000 USD); 
however, the consumption of firewood, fish and other aquatic resources were not included 
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(MAF 2005). From the IUCN report (2006), it was found that 55% of household cash income 
comes from NTFPs collection and trade (Figure 2).  
 
, 
Off farm, 15%
Livestock, 35%
NTFPs, 55%
 
Figure 2 Rural household income of Laos (Source: IUCN 2006) 
 
Contributions of different NTFPs in households’ cash income have been shown in Figure 3. 
Dominant NTFPs in terms of trading are Benzoin, turpentine and rosin, damar oil, honey and 
wax, cardamom, rattan, bamboo and sugar palm. Besides, medicinal plants have an 
exceptionally sizeable market value not only in Laos, but also in foreign countries. 
 
 
other NTFPs, 26%
Bamboo shoots, 
5%
Rattan, 7%
Yang oil, 4%
Sapan and Bong 
bark, 7%
Dammar resin, 
11%
Cardomom, 16%
Fish , 13%
Wildlife, 11%
 
Figure 3 Rural household income from different types of NTFPs (Source: IUCN 2006) 
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3.3.4 NTFPs in conserving biodiversity  
Laos is extraordinarily rich in biodiversity in comparison with other Southeast Asian 
countries. Lower population density, variety of ecosystems and less degraded forest areas 
than other neighbouring countries have made Laos a natural habitat for diverse flora and 
fauna (World Bank 2005). NTFPs have a crucial role to play in these diverse ecosystems 
dynamics, which are literally distinguished from an environmental and economical point of 
view. Considering the importance of NTFPs to biodiversity conservation, the Government 
has put some restriction on harvesting of NTFPs. For instance, MAF Regulation No. 
360/2003 banned harvesting of NTFPs within NBCAs except for customary use and PM 
Decree 164/2003 stopped using other NTFPs within NBCAs without an approved plan (MAF 
2005). 
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4 MATERIALS AND METHODS 
4.1 Data collection 
4.1.1 Primary data 
Primary data of the study was collected from 21
st
 January 2010 to 6
th
 March 2010 in Laos. 
Two villages (Ban Napo and Ban Kouay) from the Sangthong district in Vientiane province 
were selected for collecting data. The allotted time was equally allocated between each 
village for data collection. Data was collected by interviewing different groups of people 
(villagers/producers, intermediaries and company owners), who were involved in selected 
NTFP value chain. However, data collection concentrated on the villagers or the producers, 
as they play the vital role in all the value chains. For the entire primary data collection 
process, myself as a researcher and my translator as a guide were presented.  
 
4.1.2 Study site description  
Sangthong district is under the Vientiane municipality. It is about 75km away from Vientiane 
municipality. It is bounded by Hinherb district in the north, in the south with Thailand, the 
east with Phonhong and Naxaythong districts, and in the west with Sanakham district. A total 
of 35 villages occupy this district in a total land area of approximately 5080 ha. 35 villages 
occupy these land areas. Out of 35 villages, Ban Napo and Ban Kouay were selected to 
conduct the research. The total land area of Ban Napo is about 2301 ha and Ban Kouay is 
about 2000 ha. The topography of Ban Napo is sloppy and the vegetation structure is 
composed of high forest with vast areas covered with natural bamboo forest. While Ban 
Kouay has both low land and sloppy areas with similar vegetation structure. In addition, both 
the villages are rich in NTFPs, thus making almost all the villagers’ dependent on NTFPs for 
their household income (Boupha et al. 2006). Figure 4 shows the maps of the study areas.  
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Figure 4 Map of Laos ((Source: Boupha et al. 2006) and Vientiane municipality (source: 
Ehrnsten et al. 2009) 
 
4.1.3 Analyzed NTFPs 
Even though these two villages’ forest areas have plenty of NTFPs, based on availability and 
dependency on their income two species were chosen to analyze the value chain. These two 
species are See khai’ ton (Cinnamomum iners) and Bamboo. In addition, Bamboo has quite 
diverse value chain, for this study bamboo mats and incense sticks were chosen to analyze 
their value chain. Both of these bamboo products are very common in the study areas.  
i) See khai’ ton (Cinnamomum iners) 
See khai’ ton is an evergreen tree, which is 20-30 m in height and is available in disturbed 
and secondary forests. This tree is common in Cambodia, India, Indonesia, Malaysia, 
Philippines, Thailand, Vietnam and Laos. The tree has multipurpose use. The timber is good 
for house construction and cabinet work as it is insect resistant. Although, the bark of the tree 
possesses low quality cinnamon oil, this can be extracted from both bark and leaves, which 
are used for flavouring and for incense sticks. It also has medicinal values as plant parts are 
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used for infant birth complications, fever, intestinal and urinary diseases. Sometimes in rural 
areas tasty drinks are made from leaves of See khai’ ton tree (www.biotic.org). 
 
See khai’ ton contains high percentage of safrole (www.designer-drugs.com), which can be 
used to produce the drug ecstasy.  An investigation was done by UNODC in East and South-
East Asia in 2006 to find out safrole rich species; the report, indicated that 361 species are 
capable of producing safrole oil and most of the species are from the Cinnamomum family. 
Safrole is generally extracted from the roots and the stumps. Few species are also capable of 
produce safrole from their leaves and twigs as well. China is the highest producer of the 
safrole oil; it produces about 800 tons, while Myanmar produces 230-490 tons, Cambodia 
250 tons, Laos 45 tons and Indonesia 35 tons. Chinese chemical industries are the main users 
of these safrole oils. Nevertheless, the Chinese government restricted production of safrole in 
China since 2005, and Chinese producers moved their attention in less restricted countries 
like Burma, Laos and Cambodia. The report of National Narcotics Control Commission 
(NNCC) of China found that Myanmar was the major exporter of safrole rich oil to China in 
the year of 2004-2006 (www.irawaddy.org). 
 
Between 2003-2006 with the financial help from UNODC, the Lao National Commission for 
Drug Control and Supervision (LCDC) and the Faculty of Forestry, NUoL, conducted a 
survey to provide information on safrole production. Safrole rich species distributed normally 
in Phongsaly, Luangnamtha, Oudumxay, Huaphan, Xayabouly, Bokeo and Salavan provinces. 
In these provinces 26 factories were identified, which were engaged in safrole oil production. 
There is no use of safrole oil in Laos; China and Vietnam are the importers. As usual, roots 
and stumps are used to produce safrole oil in Laos. The price of raw material is about 200-
350 kip/kg
2
 (20-30 USD/ton). From one ton raw material; 20-30 litres of safrole oil can be 
obtained. Table 6 shows the factories involved in safrole oil production in Laos with their 
annual quota of production (Prixar 2008). 
 
 
 
 
 
                                                             
2
 1USD = 8000lao kip (December, 2010) 
23 
 
Table 6 Safrole oil production factories in Laos   
District  Provinces No of factory Annual quota of production (ton) 
Bountay  Phongsaly 1 800 
Long Luangnamtha 1 250 
Namo Oudomxay 6 1600 
Xay Oudomxay 8 1831 
La Oudomxay 2 500 
Baeng Oudomxay 2 500 
Phiang Xayabouly 1 NA 
Samoui Salavan 1 NA 
Houaxay Bokeo 1 5481 
Tohpheung Bokeo 1 100 
Meung Bokeo 1 200 
Pha oudom Bokeo 1 200  
  26 6081 
(Source: Prixar 2008) 
 
Even though there are several rules to prohibit the trade, harvesting and use of drug bearing 
substances, safrole oil is not directly mentioned in the laws. As it is unmentioned by the 
authority, control over the production of safrole oil still not implemented. Nevertheless, there 
is restriction over the harvesting of raw materials (Prixar 2008).    
ii) Bamboo            
Rural people are dependent on bamboo for their livelihood. About 80% rural people of Laos 
engaged in bamboo collection. The principal uses of bamboos are house construction, while 
bamboo shoots are used for eating and sale. Bamboos are also used to produce fishing 
materials, pulp and paper, musical instruments, furniture and others (NAFRI, NUoL, SNV 
2007).  
 
Bamboo forests are widely distributed all over the Sangthong district. About 70% (3,600 ha) 
of Sangthong district are covered by natural bamboo forests. Table 7 shows the bamboo 
species found in Sangthong district with their principle uses.    
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Table 7 Bamboo species in Sangthong district    
Lao name Latin name Principle use 
Mai phang Dendrocalamus lonoifimbriatus Mats, baskets, edible shoots 
Mai hia Schizostachyum virgatum Mats, baskets, edible shoots 
Mai lai Oxythenanthera albociliata Edible shoots 
Mai sod Oxythenanthera parvifolia Mats, baskets, edible shoots 
Mai bong Bambusa tulda Baskets, edible shoots 
Mai loh Dendrocalamus pendulus Baskets 
(Source: Boupha et al. 2006) 
 
Wall mats, drying mats, chicken coops and incense sticks are the main handicraft products 
made by the Sangthong district villagers. About 90% of these products exported to the 
neighbouring Thailand through the border in Ban Kok Hae village. Table 8 shows the trade 
volumes and values of these handicraft products (Phommasane et al. 2007)  
 
Table 8 Volumes and values of bamboo products from Sangthong district, 2007   
No Products Volume 
(pieces) 
Price 
(kip/piece) 
Income 
(million kip) 
Income 
percentage (%) 
1 Wall mats 9000 28000 252 32% 
2 Tobacco/fish drying Mats 60000 2800 168 21% 
3 Chicken coops 12000 13500 162 20% 
4 Fence mats 12600 9000 113,4 14% 
5 Incense sticks 60000 1200 72 9% 
6 Egg laying baskets 1700 15000 25,5 3% 
 Total    792,9 100% 
(Source: Phommasane et al. 2007) 
 
Besides the traditional use of bamboo, there are huge potentialities of bamboo processing 
business in Laos. At present only few industries are engaged in bamboo processing business 
around Vientiane. Businessmen are not interested in investing on bamboo processing as they 
have to face obstacles to find the market for their products (Greijmans et al. 2007).           
25 
 
4.1.4 Data collection methods 
This research was based on qualitative rather than quantitative approach as qualitative 
research strategy was chosen to explain the real interaction between actors and within the 
NTFPs value chain. Different interviews were developed for different actors involved in the 
value chain; the information collected included in-depth knowledge of respondents about 
their personal histories, perspectives and experiences. A semi-structured questionnaire was 
used to conduct open ended interviews with the respondents. Key questions for villagers, 
intermediaries and company owners were structured based on previous surveys and interview 
guidelines. 
 
To find out value chain of selected NTFPs in the study areas, a total of 50 interviews were 
conducted with the villagers/producers from the two villages. Additionally, five interviews 
with intermediaries and two interviews with the company owners were also completed. 
Between 90-120 minutes were needed for each interview with the villagers/producers. 
However, for intermediaries and company owners the interviews took at least 120 minutes 
each. During each working day, 3-4 interviews were conducted with the respondents. Due to 
poor road transportation facility in the area, it took almost one hour to reach the study area.                    
       
Almost all the villagers were involved in collecting NTFPs from the adjacent forest areas. 
The villagers were chosen for interview based on their time availability. Initially, it was 
difficult to find the villagers during the working days, because most of them were working in 
the nearby fields or collecting NTFPs from the forest. However, the village headmen became 
very important for the selection of the villagers and sometimes had to conduct interviews 
during the evening.  
 
The interviews with the intermediaries were conducted with support and advice of the 
villagers. The intermediaries come to the village two to three times per week to collect the 
bamboo products from the villagers/producers. See khai’ ton intermediaries lived in the same 
village, and they supply See khai’ ton roots to the nearby company two times per week. There 
were two See khai’ ton based factories in Mai Paksang and Tauhay village. Both the factories 
were collected See khai’ ton roots from the study area. Interview sessions with the 
companies’ owners were conducted in their offices during the office hours.  
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After completing the data collection in the field area NGOs, Government officials and NTFPs 
experts in Laos were contacted to collect their views and opinions on these species. 
Discussion with NGOs like SNV, PI, and EDC took place in their offices and also in the field. 
However, meeting with Government officials were held in their offices only. Figure 5 depicts 
the primary data collection processes in the study areas.     
 
 
 
 
 
 
 
 
 
Figure 5 Flow chart depicts whole data collection process 
 
4.2 Analysis of results 
4.2.1 Frame of analysis 
The figure 6 shows the framework used for analysis the field data of this study. The frame of 
analysis guides in organizing the primary data analysis: The main types and contents of 
primary data are described on the left side, and the right side depicts the common dimensions 
used in comparative description of the value chains.  
 
 
 
 
DATA COLLECTION PROCESS 
Primary data  
Interview´s Group discussion 
with the villagers 
Discussion with 
organizations 
Views taken from 
NTFP experts on Laos 
Producers/ 
Villagers  
Intermediaries 
Company owners 
NGO’s (EDC, PI, 
MRC, SNV) 
Govt. offices (DOF, 
NAFRI) 
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Figure 6 Frame of analysis 
 
 
4.2.2 Methods of analysis  
Data analysis is the most complex for a qualitative research. In this study, theme interviews 
were guided by the theoretical framework of value chain, its structure, functioning and 
performance, governance and upgrading dimensions. Therefore, analysis of primary data was 
close to content analysis. In addition to this, narrative approach was applied, to enrich the 
supply chain descriptions. However, language barrier, ie. the need of an interpreter in the 
interviews, may have flattened the responses.  On the other hand, the sensitivity of policy and 
legal issues may have lead to strategic responding. As a result, no authentic individual 
Primary data on -  
 Study areas 
 NTFPs value chains 
 Participating actors 
 Marketing information 
 
Si khai’ ton value chain 
1. Barriers to entry and 
economic rent 
2. Governance 
3. Upgrading 
Bamboo mats value chain 
1. Barriers to entry and 
economic rent 
2. Governance 
3. Upgrading 
Insence sticks value chain 
1. Barriers to entry and 
economic rent 
2. Governance 
3. Upgrading 
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responses are included into qualitative analysis results, and the results mainly concentrate on 
the three main dimensions of analysis frame. 
    
In this study computer programs Microsoft excel and SPSS (statistical package for the social 
sciences) were used in coding and analysis the data. Descriptive statistics were used to 
present the respondents age and farm size. Income differences of the respondents based on 
village, age and farm size were analyzed by using one way ANOVA. Table 9 shows the 
purpose of analysis and methods of analysis used in this study 
 
Table 9 Description and dependence test of variables 
Purpose of analysis Methods of analysis 
Age class distribution Distribution 
Farm size distribution Distribution 
Income differences of the respondents of two villages One way ANOVA 
Income differences of the respondents of different age 
groups 
One way ANOVA 
Income differences of the respondents of different 
farm size 
One way ANOVA 
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5 RESULTS 
5.1 Description of respondents   
5.1.1 Demographic characteristics of the respondents 
In the study areas people were involved in various types of NTFPs marketing. However, due 
to availability of necessary data and popularity among the villagers See khai’ ton, bamboo 
mats and incense sticks marketing had chosen for value chain analysis. Each analysis begins 
with the identification of involving actors and then describing the overall activities of the 
chain. Barriers to entry the market and economic rents for each chain are described, followed 
by a review of the governance along the chain. Each chain analysis ends with the discussion 
of upgrading possibilities within the chain. 
 
Before analyzing the chains, respondents’ demographic characteristics are described. Fifty 
respondents from two villages were chosen randomly based on their involvement on 
marketing activities of See khai’ ton, bamboo mats and incense sticks. Demographic 
characteristics like age of the respondents’, farm size, income and finally relationship of 
income with age and farm size have been described.                 
 
Ban Napo is about 200 year’s old village with 92 households. The total population of the 
village was 437 (222 men and 215 women). Most of the villagers belong to the Lao Lum 
group and only 17 families belong to the Lao Tang ethnic group. Buddhism was their main 
religion; however, animism was also practices by a few people. Most of the villagers were 
farmer and only four people had government job. Seventy percent of the villagers had their 
own farm for shifting cultivation and agricultural practices. The average annual income of a 
family was about 5 million kip (619.58 USD). 
 
The total population of Ban Kouay was 618 (men 324 and women 294). Like Ban Napo 
people belongs to two ethnic groups Lao Lum and Lao Tang. Similarly, most of the people 
were Buddhist and only a few were animist. Shifting cultivation and agriculture practice was 
the main income source for the villagers. However, six people were engaged in government 
service. Figure 7 depicts the maps of the two villages, were drawn by the villagers.  
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Figure 7 Case study areas as drawn by the community members (Photos: Dipjoy Chakma)  
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Twenty-five respondents from each village were selected to conduct interview. Only those 
villagers who had prior experiences in NTFPs collection and marketing were chosen. Figure 
8 depicts the age classes of the respondents.  
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       Figure 8 Age class distribution of the respondents 
 
Most of the respondents (48%) were more than 50 years old and only few of the respondents 
(18%) were below 30 years. It also shows, respondents from Ban Kouay were distributed in 
all the three age categories, while in Ban Napo no respondents were younger than 30 years 
old. 
 
Figure 9 depicts the farm size of the respondents. Most of the respondents (80%) farm size 
was between 1-10 ha. Only few villagers (20%) had more than 10 ha. Respondents were 
using these farms for agricultural practices, shifting cultivation and tree plantation.     
Farm size of the respondents
0
2
4
6
8
10
12
14
16
below 5 5.1-10 10.1-15 above 15
farm size
re
s
p
o
n
d
e
n
ts
 n
u
m
b
e
rs
Ban napo
Ban kouay
 
Figure 9 Farm size distribution of the respondents 
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Even though 25 respondents were chosen for interview from each village, eight respondents 
from each village could not supply the adequate information concerning their income. 
Therefore, twenty-two respondents from Ban Napo and twenty respondents from Ban Kouay 
were considered to calculate their income differences. Table 10 shows the income of the 
respondents from two villages. The average annual income of the respondents from Ban 
Napo was 7.46 million kip (924.41 USD) and average annual income from NTFPs was 1.51 
million kip (187.11 USD). In Ban Napo NTFPs contributed 28.45% to the total annual 
household income of the respondents. The average annual income of the respondents from 
Ban Kouay was 6.78 million kip (840.15 USD) and average annual income from NTFPs was 
1.09 million kip (135.07 USD). NTFPs were contributing 21.65% of the annual income of the 
respondents from Ban Kouay. From the p-value, it was clear that there was no significant 
difference between the incomes of the two villages. Respondents were selling their products 
to the same buyers and they were receiving almost same money, this could explain the 
similarities between incomes. The respondents of Ban Napo earned slightly more than Ban 
Kouay from NTFPs, due to their involvement in handicraft marketing.  
 
Table 10 Income differences of the respondents of two villages  
 
Village name 
Average total income  
(million kip/yr) 
Average NTFPs income 
(million kip/yr) 
Contribution of 
NTFPs (%) 
Ban Napo 7.46 1.51 28.45% 
Ban Kouay 6.78 1.09 21.65% 
P-value 0.657 0.274 0.391 
* P<0.1   ** P<0.05   
 
The respondents of two villages were divided into three age groups as show in figure 8 to 
evaluate income differences between age groups. The P-value in Table 11 shows that there 
was no significant difference of the income between the age groups. Below 30 years age 
group respondents had higher income from NTFPs than other two groups because of their 
higher involvement in NTFPs collection and marketing. The other two groups overall annual 
income was higher than below 30 years age group due to their income from agricultural 
production and tree plantation.  
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Table 11 Income differences of the respondents according to their age group      
 
Age group(yr) 
Average total income  
(million kip/yr) 
Average NTFPs 
income (million kip/yr) 
Contribution of 
NTFPs (%) 
Below 30 5.87 1.69 30.27% 
31-50 8.92 1.16 25.33% 
above 50 6.33 1.19 21.63% 
P-value 0.204 0.503 0.694 
* P<0.1   ** P<0.05   
 
In order to evaluate the effect of farm size on income, respondents were divided into 4 
categories (less than 5 ha, 5.1-10 ha, 10.1-15 ha and more than 15 ha) according to their farm 
size. The P-value of Table 12 indicates that there is a significant difference of the average 
total income of the respondents according to their farm size. The respondents with larger 
farm area had a larger total income than others. The higher income from agricultural 
production than others creates this income difference. There was also no significant 
difference in NTFPs income among the respondents based on to their farm size. 
 
Table 12 Income differences of the respondents according to their farm size    
  
Farm size group 
(ha) 
Average total income  
(million kip/yr) 
Average NTFPs 
income (million kip/yr) 
Contribution of 
NTFPs (%) 
Less than 5 4.99 1.17 29.62 % 
5.1-10 6.99 1.12 24.48 % 
10.1-15 11.40 2.24 20.20 % 
More than 15 10.33 1.73 19.67 % 
P-value 0.046 ** 0.284 0.871 
* P<0.1   ** P<0.05   
 
5.2 See khai’ ton (Cinnamomum inners) value chain 
5.2.1 Mechanism and geographical spread 
Most of the villagers of Ban Kouay were involved in See khai’ ton roots collection from dead 
trees from the nearby forests. They were not allowed to collect root from live trees. Only the 
root was used to produce oil at the factory, trunk and crown were not used at all. Ban Napo 
villagers were not involved in See khai’ ton trading, due to unavailability of See khai’ ton 
trees in their forests.     
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The main economic activities involved in the See khai’ ton value chain were: collection and 
supply to the intermediaries, transportation to the oil factory, production of oil and 
transportation/supply of oil to the Chinese buyers. Figure 10 shows the existing See khai’ ton 
value chain in Ban Kouay. Arrows express the direction of the economic exchange between 
different actors as well as the transaction process between them. The See khai’ ton roots 
collectors get 500 kip/kg from the intermediaries. After transportation to the factory, the 
intermediaries receive 600 kip/kg from the factory owner. After the production of oil, it was 
divided into several grades (Grade1, Grade2 and Grade3). From the Chinese buyers Grade1 
received 60,000 kip/litre, Grade2 received 50,000 kip/litre and Grade3 received 40,000 
kip/litre. The geographical spread of See khai’ ton value chain was mainly international. 
Production related primary economic activities were carried out in Sangthong district. After 
the production of oil this sent to China for further processing. From China, the final products 
spread all over. 
 
 
Figure 10 See khai’ ton value chain in Ban Kouay 
 
The collectors required permission from the village headmen to collect the See khai’ ton roots. 
Initially, factory owners informed the village headmen about their need of See khai’ ton roots. 
After that, village headmen informed the villagers to collect the See khai’ ton roots. Villagers 
have to collect the roots only from dead naturally occured See khai’ ton trees, because only 
the roots of natural See khai’ ton trees can produce good quality oil.  
 
Recently, factories had started to supply seedlings to the villagers to plant See khai’ ton trees. 
The seeds were collected from China and planted in the local nursery to grow seedlings. 
These planted trees would be capable of producing oil after 3 years, mainly extracted from 
their leaves. However, there is concern over the quality of oil from these “planted” See khai’ 
ton tress in comparison to natural trees.  
Collectors  Intermediaries  Factory in 
sangthong   
Yunan province, 
China 
500 kip/kg 600 kip/kg 60,000 kip/litre – Grade1 
50,000 kip/litre – Grade 2 
40,000 kip/litre – Grade 3 
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There were three intermediaries in the Ban Kouay, including the village headmen, who 
collected See khai’ ton roots from the villagers. After collection, they fill the trucks with the 
roots and supply See khai’ ton roots twice per week (on average) to the factory. Due to over 
collection and supply of this tree, only 10% of Si khai’ ton trees left in the forests. As a 
consequence, intermediaries also took the initiative of planting See khai’ ton seedlings. By 
collecting seeds from the factory owner, an intermediary raised a mini-nursery beside his 
homestead (Figure 11); later, the intermediary sells for 700 kip/seedling to the villagers. The 
minimum rotation period for See khai’ ton tree is 10 years. 
 
1. See khai’ ton nursery 
 
2. Collectors loading the truck with the roots 
Figure 11 Activities of a See khai’ ton intermediary (Photos: Dipjoy Chakma) 
 
To produce See khai’ ton oil by utilizing local raw materials two factories had been 
established in Sangthong district, one factory in Ban Mai Paksang and another one Ban 
Touhay. At the initial stage, both the factories started with the technical help from the 
Chinese advisors. To establish a factory, requires substantial capital and factory owners had 
to request licenses from the Ministry of the Foresty. They also have to pay charges for 
collecting a fix amount of See khai’ ton roots. One factory have rights to collect See khai’ ton 
from 13 villages and other company collects from 8 villages. The authority has divided the 
villages in between them. Factory owners have to pay taxes at three different offices (village, 
district and province). The amount of tax for each office is 10,000 kip/ton, besides that, they 
also have to pay 300,000 kip/yr to the village headman and 6million kip/yr to the district 
level for residing in the area. Moreover, for transporting See khai’ ton oil they also have to 
pay taxes to the different authority. The following Table 13 shows the factories involved in 
See khai’ ton oil production in the study areas. 
 
36 
 
Table 13 See khai’ ton oil production factories in the study areas  
District Villages  No. of factory  Quota of production 
(ton) 
Sangthong  Ban Mai Paksang 1 240 
Sangthong  Ban Tauhay 1 146 
   
The production process of See khai’ ton oil was quite long. After collecting the roots from the 
intermediaries, the roots were kept in an open yard. From the yard, roots were transferred to a 
crusher to make them into slices. After that, the slices were transferred into the boiler to make 
the oil.  To produce 50 litre oil, it required 1 ton See khai’ ton roots. After producing oil, it is 
separated into the different grades and put into aluminum tanks. After filling 50-60 tanks with 
See khai’ ton oil, the factory owner transports these tanks to China by road. Figure 12 shows 
the production process. 
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1. See khai’ ton roots in the yard 
 
2. Roots gathered for crushing 
 
3. Slicing of roots 
 
4. Boiling process 
 
5. See khai’ ton oil 
 
6. See khai’ ton oil tanks 
Figure 12 Activities in a See khai’ ton oil factory (Photos: Dipjoy Chakma) 
 
The collectors, intermediaries and factory owners did not have a clear idea about the end 
products for which See khai’ ton oil was used for. They mentioned Chinese producers make 
for example car tires, soap, perfume, massage oil by mixing See khai’ ton oil with other 
ingredients. They did not mention about the production of drugs from See khai’ ton oil. 
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A few years ago the Government imposed restriction on collection of See khai’ ton species 
due to over exploitation. However, the restriction was lifted by the Government recently and 
people were allowed to collect See khai’ ton from the forests again. To ensure the sustainable 
use of this species DOF and factory owners established a See khai’ ton nursery beside DOF 
office in Sangthong district Head Quarter. During the visit of nursery, 11,000 seedlings have 
been raised at seedbed. These seedlings will be planted in Government and factory owned 
land.  
5.2.2 Barriers to entry and economic rent 
There was one main barriers to enter the See khai’ ton value chain for the villagers. All the 
villagers can collect See khai’ ton roots from the forests; however, lack of capital was their 
main barrier to entry. High forest areas were quite far from the locality and after the 
collection of See khai’ ton, they required a tractor for transportation to the village. They also 
needed to purchase fuel, rope, hand saws, etc before entering the forest area, in practice this 
means that even though all the villagers can collect See khai’ ton but not get involved due to 
lack of capital. The main economic rent for the collector was the resource rent as they had 
better access to the natural resources than other actors of the chain. The village headman was 
responsible to give permission for collecting Si khai’ ton and receiving entrance taxes 
annually from the villagers.  
 
The main barrier to entry in See khai’ ton value chain for intermediaries was the lack of 
capital. They required capital to start the business, as they had to purchase a truck for the 
transportation of species, as well as had to create storage facility and to hire workers. For 
these reasons, the intermediaries formed a group to purchase See khai’ ton from the collectors. 
Even though other people from the village also interested to be a See khai’ ton intermediary, 
the limited availability of species in the forest discourages them from being an intermediary. 
Three intermediaries were already enough for a small village like Kouay. The intermediaries 
had financial and communication rent, as they had better financial access and high 
relationships with villagers and company owners than the roots collectors. They needed to 
have a good relationship with both the collectors and factory owners to continue the business 
smoothly.  
 
The Factory owner’s main barrier to entry was also the lack of capital. In the initial stage, 
they had to invest capital to get the licenses from the authority and then to build the factory 
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and required equipment. In addition, risk was a barrier to entry, as the company invested 
large amount of money. It was important for the company to have a good relationship with 
the government authority as well as with villagers in order to continue the production. As the 
natural See khai’ ton trees were diminishing, factory owners required to find more land to 
plant seedlings in the area. Factory owners had financial and relationship rent as they had 
better financial access and superior relationship with villagers, village headman, 
intermediaries and Chinese buyers than other actors of the chain.  
5.2.3 Governance  
In the See khai’ ton value chain, most transactions between actors happen directly in cash due 
to the standard product definition. The buyers control the value chain as the villagers collect 
the roots according to the demand from the buyers. Before the establishment of the factory, 
nobody was interested in collecting See khai’ ton trees. After gaining permission from the 
DOF, factory owners informed the village headmen about the species and then villagers 
started to collect the species. Factory owners also control the price of the raw material 
according to the market condition as they had more knowledge about the market and their 
relationship with the buyers from China is stronger than that of collectors and intermediaries. 
Moreover, the factory owners are also concerned with the complex system of quotas, taxes 
and high transportation cost. See khai’ ton collection started in this area from 2009 and still 
the market price of See khai’ ton oil was unknown to the villagers. Due to these, collectors 
and intermediaries had no control over the price of the raw material. 
 
There was no restriction over the villagers to join the value chain, if they received permission 
to collect the species. The Government of Lao PDR had the full right over the forest 
resources while giving the chance to the villagers to use it sustainably. Forest officials rarely 
come to visit the forest areas, accordingly there was no such control over the collection of 
species. As a result, See khai’ ton was diminishing rapidly from the area. How severe the 
situation was, can be fined out quite easily from this example, after getting information from 
the village headman: Ban Napo villagers had finished collection of 10 ton See khai’ ton 
species from the fallow land within one week in December 2009. Now in Ban Napo forest 
area there was no natural See khai’ ton trees available, only a few natural seedlings were 
visible in the fallow land. Even though there was restriction over the harvesting of live tree, 
the villagers were poor enough that they were not interested to follow the rule. The village 
headman was fully aware about the situation by whom and when the illegal harvesting was 
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committed, but as a community member, the guilty person was rarely punished. Lack of 
implementation of forest law was mainly responsible for this situation. Finally, See khai’ ton 
value chain was a buyer driven chain as the raw materials supplied according to the demand 
of the factory. Due to fewer amounts of participants in the value chain, all the actors were 
known to each other, and they had a good relationship in between them. 
5.2.4 Upgrading 
All the actors participating in the See khai’ ton value chain wanted to upgrade although there 
was very little chance to improve it. The raw materials of See khai’ ton oil currently comes 
from the natural forests and the trees were rapidly diminishing. Currently, all the actors were 
focusing on the sustainable supply of raw materials from the forests. Although all the 
participants wanted to lift their income from the current position, lack of capital limits their 
chances. For example, at present collectors earned 500 kip/kg from the intermediaries and 
they were satisfied with their income. Nevertheless, if the collectors able to sent the raw 
materials to the factory by themselves, then they might earn 550-600 kip/kg from the factory. 
A mini truck was required for transportation to the factory, which the collectors cannot afford. 
Lack of marketing knowledge also acted as a barrier to upgrade their position. If they were 
able to grow the artificial seedlings in the fallow land then they might earn more than at 
present.     
 
Similarly, intermediaries also wanted to earn more from this business. They wanted to send 
raw materials almost every day, as they invested money in purchasing a mini truck and 
bought land for storage. The collectors were not able to supply the products according to the 
demand. Intermediaries were not satisfied with their present income as the factory owner’s 
unwillingness to pay more than 550-600 kip/kg to the intermediaries. Though they wanted to 
earn more, at present they did not apply any strategy to earn more than current income from 
See khai’ ton.  
 
Factory owners are also not satisfied with their income. They invested significant capital to 
establish the company but the collectors and intermediaries were not capable of supplying 
according to the demand. Nevertheless, the factory owners claimed that the villagers were 
earning more after establishing the company. Factory owners were well aware of the 
unavailability of the species in the forest and they took initiative to plant See khai’ ton 
seedlings in the area. It would be possible to produce oil from the leaves of planted species. 
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Then they could supply plenty of See khai’ ton oil to the Chinese buyer and at the same time, 
their income would increase.                      
5.3 Bamboo mats value chain 
5.3.1 Mechanism and geographical spread  
Both of the villages were very rich in bamboo forests and the villagers were fully utilizing 
this resource in their livelihoods. Almost all the families of the village were actively involved 
in bamboo mats making. Apparently, villagers were using three species i.e. Mai Hia 
(Schizotachyum vigratum), Mai Phang (Dendrocalamus lonoifimbiatus) and Mai Sod 
(Oxythenanthera albociliata) to make bamboo mats. Bamboos were collected from nearby 
forest areas. They collected bamboo mainly from January–May each year, less collection 
occurred from June-December due to rainy season and agricultural activities. 
  
For bamboo mats value chain, the main economic activities were collection and production 
by the villagers, then supply to the intermediaries and finally supply to the end user. Figure 
13 shows the existing bamboo mats value chain in the areas. Arrows express the direction of 
the economic exchange between different actors as well as the transaction process between 
them. Villagers made three types of bamboo mats i.e. small size bamboo mats were used as 
fish and tobacco drier, medium size bamboo mats were used for fencing around house or 
garden and larger size mats were used for house construction. Small and medium size mats 
were popular among the intermediaries. There was a Bamboo Traders Association in Ban 
Snod village, which was formed in 2000 with the institutional guidance from SNV. Traders 
from this association come to the villages to purchase bamboo mats of desired sizes. 
Villagers received 1500 kip/pce for small size and 4000 kip/pce for medium size mats. After 
collecting, the mats traders sell some of these mats to buyers from Vientiane capital but most 
of mats went to the Thai buyers, as demand of these mats were higher in Thailand. For 
medium size mats, intermediaries get 7000-8000 kip/pce from the Vientiane buyers and final 
users pay 9000-10000 kip/pce to the sellers from Vientiane. While Thai buyers pay to the 
intermediaries 2750 kip/pce and 5000 kip/pce accordingly for small and medium size. The 
Vientiane buyers pay more than the Thai buyers, but the intermediaries have to pay higher 
transportation cost and taxes at different stations to send products to Vientiane. Thai buyers 
also buy larger quantity products than Vientiane buyers. It was unknown how much money 
end-users in Thailand pay to the Thai sellers.   
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Figure 13 Bamboo mats value chain in the study area 
 
Villagers can cut 1000 bamboo/family/year on average from the natural bamboo forest, 
which required permission from the village headman beforehand. However, from fallow land 
and used forest they can cut according to their need. As mentioned earlier, January to 
February was the cutting season of bamboo, rests of the year, villagers were busy in rice field 
and due to rainy season, they went seldom to the forest. Villagers had to pay tax 150,000 
kip/year to the village headman for collecting different NTFPs from the forest. Besides this 
annual tax, they did not need to pay other government organizations. The process to make a 
bamboo mat was not so critical. It required 3-5 bamboo stems to make the mat manually by 
using a knife only. Both men and women were involved in mats making. Finished mats are 
displayed in front of their homestead for buyers. All the villagers were satisfied with their 
income from bamboo mats selling. Figure 14 shows bamboo mats making sequentially. 
 
Producer Intermediarie
s  
Buyers from 
Vientiane  
Thai buyers End-users in 
Thailand 
1500 kip/pce – small size 
4000 kip/pce – medium size 
2750 kip/pce-small size 
5000 kip/pce-medium size 
Price not available 
End-users in 
Vientiane, Laos 
9000–10000 kip/pce - 
medium size 
7000–8000 kip/pce – 
medium size 
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1. A woman is slicing the bamboo poles 
 
2. A man is making bamboo mats 
                                             
3. Bamboo mats are ready to sell 
Figure 14 Bamboo mats making process (Photos: Dipjoy Chakma) 
 
Buyers, who were acting as intermediaries, come from nearby village Ban Snod almost two 
to three times per week to collect mats. A mini-truck was used for transportation of mats. 
After collecting mats from the villages they sell few mats to the local buyers from Vientiane, 
as demand was less from the town area. They sell most mats to the Thai buyers, as demand 
from Thailand is very high. They supply the products to Thailand through the Thai-Lao 
border in Ban Kok Hae. This border was open for trading every Wednesday from 6am to 6pm. 
All intermediaries were also satisfied with their income from bamboo trading. Figure 15 
shows sequentially bamboo mats trading between Thai buyers and Lao sellers from ban Kok 
Hae border.  
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1. Mats are kept at the border 
 
2. Boats are ready for shipment 
                                   
3. Boats are filled with mats 
Figure 15 Bamboo mats trading in the Thai-Lao border at Ban Kok Hae (Photos: Dipjoy 
Chakma) 
 
5.3.2 Barriers to entry and economic rent 
The villagers did not have a major barrier to enter the bamboo mats value chain. All the 
villagers can collect up to 1000 poles each year for their own use, which is a quota set by the 
authority. Capital was not a barrier to join in the chain like See khai’ ton. The main economic 
rent for the villager was the resource rent as they had right to access the natural resources 
than other actors of the chain. The village headman was responsible to give permission for 
collecting bamboo for commercial purposes and receiving entrance taxes annually from the 
villagers.  
 
The main barrier to enter the bamboo mats value chain for intermediaries was lack of capital.  
Capital was required to start the business as they had to purchase a mini truck for the 
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transportation of species, as well as to create storage facility and need to hire workers. 
Moreover, intermediaries had to pay certain amount of taxes to the headman, at different 
check posts and to the government organizations for carrying the business activities. Without 
capital, it would not be possible to join and continue this value chain. The intermediaries had 
financial and communication rent, as they had high access to finance and better relationship 
with villagers, local and Thai buyers than the producers. They required to have a good 
relationship with the villagers and buyers from Vientiane capital and Thailand to continue the 
business smoothly. 
5.3.3 Governance  
In bamboo mats value chain, most transactions between villagers and buyers happen directly 
in cash as both the parties are well known to each other and no need to negotiate about the 
product, because of pre-established product definitions. The buyers control the value chain as 
the villagers make the mats according to the demand from the buyers. As the Government of 
Lao PDR had full right over the forest products, both the villagers and middleman had to pay 
taxes for collecting NTFPs/conducting business in the area. However, intermediaries had to 
go through a more complex system of taxes. They had to pay 15,000 kip/truck to the village 
headman, 20,000 kip/truck to the district forest office and 10,000 kip/station at three police 
check stations from Sangthong to Vientiane.  
 
Besides these formal taxes, intermediaries most of the times have to pay some informal taxes 
to the duty officers during transportation of products for weird excuses like overloading of 
truck or document check. Without paying bribe it would not be possible to leave the station at 
due time whether the intermediary follows the rule or not. The worst thing was these types of 
formal and informal taxes sometimes collected without any receipt, so it is difficult to define 
who was getting benefit from these sorts of transactions.    
 
There was no restriction over the villagers to join the value chain if they have permission to 
collect the species. The Government of Lao PDR had the full right over the forest resources 
while giving the chance to the villagers to use it sustainably. Even though there was rule not 
to harvest bamboo from the government forest, the villagers were poor enough that they do 
not want to follow the rule. The village headman was fully aware about the situation with 
whom and when the illegal harvesting committed, but as a community member, the guilty 
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person rarely punished. Lack of implementation of forest law was mainly responsible for this 
situation.  
The bamboo mats value chain was a high-trust value chain as there was a long-term 
relationship prevailing between villagers and intermediaries. The degree of dependence 
between villagers and intermediaries was high as the villagers are poor and most of the time 
villagers take money from the intermediaries before supplying the mats. Bamboo mats value 
chain is a buyer driven chain, as the intermediaries are not the final consumer however, 
intermediaries are at the heart of the value chain.    
 
5.3.4 Upgrading 
Although villagers were satisfied with their income from bamboo mats selling, still they want 
to improve their income from it. However, they did not have any prior idea how to do that. 
The main problem was that the villagers were poor and they mainly live on agriculture and 
NTFPs collection. The villagers were bound to the intermediaries as they received money 
from them beforehand without supplying products. This is why; the villagers were unable to 
sell the products to other buyers. If they wanted to sell the products by themselves to the end-
users in Vientiane or Thai buyers then they would require enough capital, which they did not 
have. Most of the villagers were uneducated and without educational knowledge it would be 
hard for them to understand complicated business scenario. 
 
Intermediaries were also satisfied with their income from bamboo mats business. However, 
they also shared similar thinking like the villagers to improve their income from it. 
Intermediaries wanted to reach to the end-users directly but were unable to do that due to lack 
of capital and due to communication limitations. Therefore, they were trying to increase 
supply of products to the buyers from Thailand and buyers from Vientiane. By working in a 
group, the intermediaries were also unable to earn more as they had to share the profit among 
them.  
 
SNV was working in Sangthong district trying to break the current bamboo value chains and 
motivate the villagers in making handicraft to earn more than at present moment. The 
activities of SNV’s were improving the quality of existing products, inventory of the bamboo 
resources and training on handicraft making to the villagers. Before launching the project in 
2008, SNV had completed market chain study in 2006 and positioning study in 2007. This 
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project will continue until 2012. After learning handicraft making process villagers could 
easily earn 55-60,000 kip by selling one product. With 2-3 bamboo poles they can make very 
good-looking furniture which has higher value than bamboo mats and other existing products. 
SNV was not only giving free training to the villagers and supplying equipments like glue, 
machine and color to the villagers, but also most of the villagers especially women were 
participated in the training programme and started to earn more by selling handicraft. Figure 
16 shows the activities of SNV in Sangthong district.  
 
 
1. Villagers are cutting the poles 
 
2. Instructor is guiding the villagers 
 
3. Sample handicraft 
 
4. Villager is making handicraft at home 
Figure 16 Handicraft training activities of SNV in Sangthong district (Photos: Dipjoy 
Chakma) 
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5.4 Incense sticks value chain 
5.4.1 Mechanism and geographical spread 
Incense stick was another product, which also comes from bamboo. Like bamboo mats, all 
the villagers were engaged in making incense stick. Mai Phang (Dendrocalamus 
lonoifimbiatus) was used to make incense stick. This species was also widely available in the 
forest areas of the village. Villagers were involved in making the incense stick all the year 
round. Notably, women were involved in making of incense sticks.   
 
Economic activities of incense sticks value chain consisted of the collection of bamboo and 
incense stick production by the villagers, then supply to the intermediaries and finally supply 
to the factory. Figure 17 shows the existing incense stick marketing chain in Ban Napo. 
Arrows express the direction of the economic exchange between different actors as well as 
the transaction process between them. Villagers sell their products directly to the Thai buyers, 
who come in every two months to collect incense sticks from the village. Villagers received 
1000 kip for 1-kilogram incense sticks from the buyers. After collecting the incense sticks 
buyers travel to Thailand through the Ban Kok Hae border and sell the products to the 
factories in Thailand. The sellers received from the factory 2250 kip or 9 baht
3
 for 1 kilogram 
incense sticks.   
 
 
                            Figure 17 Incense sticks value chain in study area 
 
The process to make incense stick was simple. They just needed to collect one particular 
bamboo species from the forest and after that incense stick was made manually with the knife. 
To make incense stick did not require too much space as it was possible to make even inside 
                                                             
3
 1thai baht = 500lao kip (December, 2010) 
Thai 
buyers 
Producer Factories in 
Thailand 
9baht/kg 1000 kip/kg 
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of the home. After collecting the bamboo poles from the forest, they cut the poles into several 
parts with the help of a cutting machine. There was one cutting machine, which supplied by 
the Thai buyers for the villagers. The machine allowed cutting the pole to a particular size. 
One intermediary, who lived in the village, was taking care of the machine. For the 
maintenance cost, he was receiving 1baht/kg incense stick from the Thai buyers. After 
finishing the sticks, bundles of 1 kilogram were made and put to direct sunlight to reduce to 
reduce moisture content. After drying bundles were kept in the storeroom until selling to the 
Thai buyers. Figure 18 shows the incense stick making process sequentially. 
 
 
1. Cutting Machine 
 
2. Incense sticks making 
 
3. Sun drying to make moisture free 
Figure 18 Incense sticks making process in the study area (Photos: Dipjoy Chakma) 
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5.4.2 Barriers to entry and economic rent 
Villagers also had to face similar barrier to enter the incense sticks value chain like bamboo 
mats. Villagers depend on their quota of 1000 bamboo pole/year to make the incense sticks. 
Resource rent was the main economic rent for the villagers as they had rights to access the 
natural resources than other actors. The village headman was responsible to give permission 
for collecting bamboo for commercial use and receiving entrance taxes annually from the 
villagers.  
 
Lack of capital was the main barrier for the intermediaries to enter the value chain. Like 
bamboo mats value chain, they required capital to start the business as they had to purchase a 
mini truck for the transportation of species, as well as to create storage facility and to hire 
workers. Moreover, intermediaries had to pay certain amount of taxes to the headman, at 
different check posts and to the government organizations for carrying business activities. 
Financial and communication rent were the main economic rent for intermediaries as they 
had better financial access and high communication with villagers, local and thai buyers than 
the producers of incense sticks. They needed to have a good relationship with the villagers 
and buyers from Thailand to run the trading. 
5.4.3 Governance 
Similar transaction process as in bamboo mats also prevailing in the Incense sticks value 
chain. Transaction between villagers and Thai buyers happen directly in cash due to standard 
product definition. Even though transaction process between villagers and buyers from 
Thailand runs smoothly, Thai buyers control the value chain as the villagers make the incense 
sticks according to their demand. Villagers started to make incense stick by getting demand 
from the Thai buyers and bamboo traders association members are working as a linkage 
between Thai buyers and villagers. As earlier, villagers had to pay 150,000 kip/year as tax to 
the headman for collecting NTFPs similarly bamboo traders association members and Thai 
buyers also had to pay taxes to the headman, at borders check post, forest offices etc.  
 
The incense sticks value chain was also a high-trust value chain like bamboo mats value 
chain due to the strong relationship between villagers, bamboo trader’s association members 
and Thai buyers. Incense stick value chain was also a buyer driven chain as the both bamboo 
trader’s association members and Thai buyers were not the end-user, though both parties play 
the main role in the value chain. Figure 19 shows trading between Thai buyers and villagers 
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1. Villagers with incense stick 
 
2. Thai buyers taking weight 
 
3. Incense sticks are kept at the border 
Figure 19 Incense sticks trading activities between Thai buyers and the villagers (Photos: 
Dipjoy Chakma) 
 
5.4.4 Upgrading 
Incense stick making was not profitable to the villagers at all, as they spent lots of time 
without getting a fair price from the Thai buyers. Villagers were keen to get more money 
from selling of incense sticks. Thai buyers were unwilling to pay higher price although the 
villagers were making incense sticks according to their demand. Villagers also had no idea 
how to improve their income level. If the villagers were able to sell their products to other 
buyers instead of Thai and local buyers from bamboo traders association that might help them 
to earn more. There were also few income sources in the village, which forced the villagers to 
get involved in incense sticks making to earn money. As discussed earlier, in bamboo mats 
value chain, handicraft making would certainly uplift their income.    
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6 SUMMARY AND DISCUSSION 
a) Value chain and value chain actors 
In bamboo mats and incense sticks value chains, the raw materials collected from the forest 
and after processing by the collectors, products were supplied to the users via intermediaries. 
While in See khai’ ton value chain, roots collected from the forest and supplied to the 
factories to make Si khai’ ton oil via intermediaries. Even though, most of the end users of 
these three products were outside Laos, these value chains support the definition ``The value 
chain describes the full range of activities which are required to bring a product or service 
from conception, through the different phases of production (involving a combination of 
physical transformation and input of various producer services), delivery to final consumers, 
and final disposal after use” given by Kaplinsky and Morris (2000). In bamboo mats and 
incense sticks value chains three key actors were identified, villagers/producer, intermediaries 
and end users. Similarly, Boupha et al. (2006) had also mentioned about these three actors in 
the project report on bamboo marketing in Laos. On the other hand, after producing See khai’ 
ton oil from roots of See khai’ ton species, it supplied to China by the Lao factory owners for 
further processing to make products. Locally it was called See khai’ ton oil, but See khai’ ton 
species contains high percentage of safrole. Literally See khai’ ton oil is safrole rich oil. 
Prixar (2008) mentioned that safrole rich oil has no use in Laos and it was supplied to China 
and Vietnam as raw materials for several products. He mentioned that safrole rich oil 
extracted came from three species (Cinnamomum camphora, Cinnamomum porrectum and 
Dysoxylum loureiri); however, similar products can be extracted from See khai’ ton 
(Cinnamomum iners) and other species.  
 
b) Mechanism of trading and profit shared among the actors       
In bamboo mats value chain villagers sell their products to the local intermediaries. Then the 
local intermediaries sell some products to the local consumers and rest of the products to the 
Thai buyers. However, for incense sticks, villagers sell their products directly to the Thai 
buyers. Furthermore, for See khai’ ton, villagers sell the roots to the intermediaries from the 
village and the intermediaries supplied the roots to the company. Obviously, all the actors 
involved in trading enjoy benefits. Figures 10, 13, and 17 had shown how the price increases 
at each level of the value chains. Intermediaries earned more than the villagers as they invest 
more than the villagers, similarly the Thai buyers and company owners earned more than 
intermediaries and the villagers, as their investment was more than other two actors. The 
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actors involved in the trading known to each other well and there was trust in between them. 
Due to standard product definition, all the transaction among the actors happened at arm’s 
length. Boupha et al. (2006) had mentioned how the trading between the actors involved in 
the bamboo mats and incense sticks value chain takes place. They also mentioned about the 
price of the products at the different levels of the value chain. Nevertheless, there was not so 
much difference found in pricing of the products at different level of the value chain between 
present study and previous researches. Prixar (2008) had discussed the safrole rich oil trading 
between Lao and Chinese traders. The features of the trading between Lao and Chinese 
traders were confirmed in this present study as well.  
 
c) Opportunities and constraints of the value chain 
Most of the villagers were involved in bamboo mats and incense sticks making. Therefore, 
there was an opportunity to invest more in the bamboo sector. However, in this study only 
few local business people were found to conduct bamboo business with local consumer and 
Thai buyers. Phommasane et al. (2007) had also noticed the potentiality to investment in the 
bamboo sector in Sangthong district. In the present study, it was found, that villagers were 
using machine to cut the bamboo poles for making incense sticks; nevertheless, it was found 
that the villagers were using only one machine to cut the poles. That is why villagers had to 
wait for long time to cut the bamboos. The productivity of incense sticks production would 
increased, if the villagers would have more cutting machines. As the raw materials for See 
khai’ ton oil was diminishing in the study areas, there was an opportunity to promote the 
plantation of trees with artificial seeds. Besides the artificial seeds villagers can also collect 
the seeds of natural See khai’ ton trees for plantation, as the natural trees can produce better 
quality oil than planted trees.  
 
It was found that due to lack of market information villagers were not able to sell their 
products to other markets. The trading between the villagers and the buyers has been going 
on for a long time; therefore, price of the products had remained constant for the last 10 years. 
Boupha et al. (2006) also mentioned that there was very little change of price of the products 
at the village level. The demand was increasing from inland and outside buyers day by day; 
however, the villagers are still getting almost same price. While the intermediaries and the 
Thai sellers were earning more than the villagers. The income differences between the buyers 
and the villagers had observed within this study.           
 
54 
 
Complicated quota and tax systems had discouraged new investment in bamboo trading. 
There is a need to reform the quota and tax system to encourage more investors in this 
business. During the study, all the villagers and intermediaries of bamboo value chains had 
mentioned difficulties with the quota and tax systems. Boupha et al. (2006) and Phommasane 
et al. (2007) also mentioned about the quota and tax systems and urged to reform them. 
Without new investment, it will be hard for the villagers to earn more from the bamboo mats 
and incense stick selling. 
 
d) Income of the respondents from NTFPs 
Although no significant differences in income from the NTFPs were found in between the 
respondents of the two villages, still NTFPs play a vital role in their daily livelihoods. From 
this study it was found that in Ban Napo and Ban Kouay NTFPs contribute 28% and 22% 
respectively of overall income of the respondents. Foppes et al. (1997) found that NTFPs 
contribute between 26-73% of the overall income in the case study areas of Khammouane 
province. In another study, Hansen and Jeppesen (2004) found that between 3-45% of 
household income comes from NTFPs. This seems to suggest that 5-10 years ago villagers 
were more dependent on NTFPs for their livelihood and the availability of NTFPs in the 
forest than today. Villagers are becoming less dependent on NTFPs for their livelihood and 
they are more focused on agricultural and poultry production for their livelihood. It was 
confirmed, by the analysis that income differences among the respondents, based on 
availability of farm land of two villages (Table 10). From that analysis, it was found that 
those respondents who had less farm land were more dependent on NTFPs than others. 
Contribution of NTFPs was more in the overall income of below 5 and up to 10 ha farm size 
group than other two groups. 
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7 CONCLUSION 
NTFPs have a high potential to be an alternative option for the improvement of the 
livelihoods of rural people in the study areas. The study shows the contribution of NTFPs in 
the income of the rural population of the study areas. Villager’s dependency on NTFPs is 
different from 5-10 years ago. After the discussion with the villagers it has found that, access 
to NTFPs has decreased in the study areas due to slash and burning cultivation, illegal 
harvesting of forest products, poorly implemented forest laws, and lacks of income 
generating activities in the villages.  
 
The three NTFPs value chains (See khai’ ton, bamboo mats and incense sticks) had provided 
information on the market structure and interactions among the involving actors in two study 
areas. This study also provided information on barriers to entry, power relations and 
upgrading possibilities of the value chain actors. The main constraints and opportunities to 
improve the value chain were discussed.  
 
Unit prices of NTFPs were compared at different level of the value chains, which indicated 
high profits in favour of intermediaries, Thai buyers and company owners. This scenario is 
very common in all the developing country market chain. Villagers had less information on 
the price and demand of the products outside Laos. The lack of capital, market information, 
negotiation power and unsuitable transportation facilities restricts the villagers to earn more 
from NTFPs selling.  
 
From the See khai’ ton value chain it was found, that villagers had no idea about the end 
products of See khai’ ton oil and even the company owners were not interested to provide 
sufficient information on final products. Although See khai’ ton oil marketing was not well 
known for the villagers, income from raw materials was contributing in their livelihoods. 
Even though, there were barriers, unequal power distribution and important income 
differences among the actors; all the respondents mentioned their satisfaction on income from 
NTFPs. SNV was trying to improve the current value chain by initiating a handicraft-training 
programme in the study areas. In the future, this would expect to uplift the living standards of 
the villagers. As Laos is one of the poorest countries in the world, other NGOs can take the 
initiative to improve the NTFPs value chain of these areas.                    
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More in depth research on See khai’ ton value chain is required, as less research work has 
done on this topic. It would be beneficial to observe the global value chain of See khai’ ton 
oil; then it would be easy to know about the final use of the Si khai’ ton oil and the Lao 
Government could take proper action against the production of safrole rich oil if necessary. A 
number of studies have already been made on the bamboo value chain in Laos; more studies 
on bamboo handicraft value chain are required.  
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APPENDICES 
 
Appendix 1: Questionnaire for interview with the respondents 
 
 Questionnaire for interview with villagers 
1. Name of the respondents :......................................................................................... 
a. Gender (F= female, M = male)…………………………………………………….. 
b. Age.........................yrs 
c. Education.............................................................................................................. 
d. Occupation.......................................................................................................... 
e. Religion………………………………………………………………………… 
f. Ethnic group………………………………………………………… 
 
2. Household : 
a. Total family number……………………………………. 
b. Size of the farmland for cultivation………………… 
c. Details about farming system……………………………………………………… 
d. What do you grow in your farm?.......................................................................... 
e. Income of household annually (from farming and off-farming activities) 
 
3. NTFPs 
a. Name the species you collect and from where? 
b. How do you collect the species? Who are involved in collecting NTFPs (man or 
woman)? 
c. When and how many times you collect the NTFPs? 
d. How many species do you use and sale? Please give the priority to the species. 
e. What are the prices of the different species per kg? 
f. To whom and where you sell the NTFPs? 
g. What is your annual income from NTFPs selling? 
h. Are you satisfied with your income from NTFPs? 
i. Do you buy NTFPs from others? 
j. Do you exchange NTFPs for other things (e.g. rice)? 
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k. Do you think middlemen/companies are earning much more than you from NTFPs 
selling? 
l. Have you taken any strategy to reduce this income difference? 
m. Which species do the companies prefer most? 
n. Can you supply the products according to the demand? 
o. In your view, what changes, have taken place in the Natural resources since you 
were a child/were collecting NTFPs? What are the reasons? 
p. Have you used some special strategies to cope with changing environmental 
conditions? 
q. In your opinion, how to manage the forests, so the NTFPs production can be 
sustainable 
r. Is there government ban on collecting NTFPs from forests? 
s. Could you manage without collecting NTFPs from forests? 
t. Do you grow any NTFPs in your farm? 
 
Questionnaire for interview with intermediaries 
 
For how many years you are involved in NTFPs marketing? 
Which species you buy from the villagers? 
When and from which villages you buy NTFPs? 
What are the uses of those NTFPs? 
What are the prices you pay to the villagers for those species? 
To whom you supply the NTFPs? 
Can you supply according to the demand? 
What are the prices you get from the companies for supplying those species? 
What is your annual income from NTFPs? 
Are you satisfied with your income from NTFPs? 
Do you think companies are earning much more than you? 
Have you taken any strategy to reduce this income differences? 
What are the changes you saw in the villages in last 30 years/from your childhood? 
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In your opinion, how to manage the forests, so the NTFPs production can be sustainable? 
Is there any ban from govt. of collecting NTFPs? 
Can you manage without collecting NTFPs from the villages? 
 
Questionnaire for Interview with the factory owners 
 
For how many years this company operating? 
What are the main products of your company? 
What are the raw materials you need to produce those products? 
When and from whom you buy those raw materials? 
What are the prices you pay to the suppliers for those raw materials? 
What are the uses of those end products? 
Where you supply the end-products? 
Who are the end-users of those products? 
Can you supply according to the demand of the end-users? 
What is the annual income of your company? 
Are you satisfied with your income? 
Do you think suppliers are earning much more than you? 
What are the changes you saw in the villages from establishing your company? 
In your opinion, how to manage the forests, so the NTFPs supply can be sustainable? 
What you will do if there are not enough raw materials? 
Do you have any substitute product to replace the existing raw materials? 
Is there any ban from govt. of collecting NTFPs? 
Do you have to pay any tax to the government? 
What is your future plan? Do you have any plan for the well being of the villagers? 
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Appendix 2: demographic data of the respondents of two case study area 
Serial 
no Village
4
 Age (year) 
Farm size 
(ha) 
Overall 
income 
(million kip) 
NTFP 
income 
(million kip) NTFP(%) 
Farm 
size 
group
5
 
Age 
group
6
 
1 1 55 3 0 0.05 0.17 1 3 
2 1 45 7 1.8 1.6 0.89 2 2 
3 1 43 8 2 2 1 2 2 
4 1 31 5 2 0,5 0.25 1 2 
5 1 26 5.5 2 0.01 0.01 2 1 
6 2 30 7 2 0.31 0.16 2 1 
7 2 70 4 2 0.5 0.25 1 3 
8 1 58 6.5 3 0.37 0.12 2 3 
9 2 23 5 3 2 0.67 1 1 
10 2 26 6 3 0.3 0.1 2 1 
11 2 29 2.5 3.6 2.2 0.61 1 1 
12 1 56 15 4 1 0.25 3 3 
13 1 32 7 4 2 0.5 2 2 
14 2 51 2 4 0.2 0.05 1 3 
15 2 75 4 4 1 0.25 1 3 
16 1 60 5 5 4 0.8 1 3 
17 2 23 7 5 3 0.6 2 1 
18 2 20 4 5 1 0.2 1 1 
19 2 56 3 5 1 0.2 1 3 
20 2 67 10 5 0.5 0.1 2 3 
21 1 56 17 6 2 0.33 4 3 
22 1 54 15 6 0.2 0.03 3 3 
23 2 30 6 6 0.4 0.07 2 1 
24 2 34 8 6 0.6 0.1 2 2 
25 2 58 3 6 2 0.33 1 3 
26 2 58 6 6 2 0.33 2 3 
27 1 35 10 7 3 0.43 2 2 
28 1 30 7 8 3 0.38 2 1 
29 1 46 9 10 0.3 0.03 2 2 
30 1 44 10 10 0.8 0.08 2 2 
31 1 40 20 10 1.5 0.15 4 2 
32 1 35 3 10 0.7 0.07 1 2 
33 2 36 10 10 0.5 0.05 2 2 
34 2 61 7 10 0.2 0.02 2 3 
35 1 22 15 12 6 0.5 3 1 
36 1 58 10 15 2 0.13 2 3 
37 1 47 12 15 2 0.13 3 2 
38 1 36 5 15 0.06 0 1 2 
39 2 30 8 15 0.4 0.03 2 1 
40 2 33 18 15 1.7 0.11 4 2 
41 1 34 9 16 0.2 0.01 2 2 
42 2 51 11 20 2 0.1 3 3 
 
                                                             
4 Village 1 = Ban Napo, Village 2= Ban Kouay 
5 Farm size group 1=below 5 ha, 2= 5.1-10 ha, 3=10.1-15 ha and 4=above 15 ha 
6
 Age group 1= below 30 years, 2= 31-50 years, and 3= above 50 years  
